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LTI reported a robust set of numbers with an all-

round beat on our estimates.  

• $ Revenue came in at $ 427.8 Mn, +5.8% qoq / +8.5% yoy and +1.7% 

above our estimates   

• INR revenue came in at INR 31,528 Mn, +5.1% qoq / +12.2% yoy and 

+3.1% above our estimates 

• EBITDA stood at INR 7,320 Mn, +6.8% qoq / +38.8% yoy and +8.7% 

above our estimates 

• EBITDA Margins stood at 23.2% vs 22.9%/ 18.8% in Q2FY21 / 

Q3FY20 respectively and 120 bps above our estimates 

• EBIT stood at INR 6,502 Mn, +9.1% qoq / +42.4% yoy and +9.8% 

above our estimates 

• EBIT margins of 20.6%, vs 19.9% / 16.2% in Q2FY21 / Q3FY20 

respectively and 126 bps above our estimates 

• PAT came in at INR 5,193 Mn, +13.7% qoq / +37.9% yoy and 9.6% 

above our estimates  

• EPS at INR 29.5 vs 25.9 / 21.5 in Q2FY21 / Q3FY20 respectively 

Segmental Performance 

• Growth was led by Manufacturing (16.8% of Revenue) which had a 

robust growth of 9.6% QoQ / 4.4% YoY, BFS (30.6% of Revenue) grew 

strongly at 8.4% QoQ / 19.4% YoY and Hi-Tech, Media & 

Entertainment (10.6% of Revenue) grew at 5.8% QoQ / 6.5% YoY in 

cc terms.  

• This was followed by CPG, Retail & Pharma (10.9% of Revenue) had 

a growth of 4.7% QoQ / 5.2% YoY, Energy & Utilities (10% of 

Revenue) was flat at 0.1% QoQ and Insurance (15% of Revenue) had 

a minor decline of -0.6% QoQ.  

Service-wise Performance 

• Growth under the service offerings was led by Analytics, AI & 

Cognitive (11.9% of Revenue) which had a robust growth of 18.6% 

QoQ, Enterprise Integration & Mobility (8.8% of Revenue) which 

had a healthy growth of 11.8% QoQ / 12.3% YoY and Enterprise 

Solutions (31.4% of Revenue) which grew 7.9% QoQ / 8.6% YoY in cc 

terms. 

• This was followed by Infrastructure Management Services (14.3% 

of Revenue) which grew 5.6% QoQ / 34.7% YoY. ADM and Testing 

(33.6% of Revenue) had a minor decline of -1.2% QoQ but remained 

stabled at 1.8% YoY in cc terms. 

 

 

Financial Summary

Y/E Mar (Rs mn) FY19 FY20 FY21E FY22E FY23E

Net sales 94,458        1,08,786     1,23,683     1,42,892     1,62,971      

EBIT 17,361        17,562        23,875        26,175        29,814          

Adjusted net profit 15,147        15,200        18,910        21,352        24,379          

Free cash flow 18,941        17,217        20,824        25,869        28,370          

EPS (Rs) 86.4             86.4             107.6          121.4          138.7            

growth (%) 36% 0% 24% 13% 14%

P/E (x) 47.4             47.4             38.1             33.7             29.5              

P/B (x) 14.7             13.3             10.8             8.9               7.4                 

EV/EBITDA (x) 38.0             35.3             26.1             24.3             21.1              

Market Cap (INR Mn) 7,17,952     7,20,248     7,19,988     7,19,988     7,19,988      

ROCE (%) 34.0             29.6             30.6             28.5             27.1              

RoE (%) 34.6             29.5             31.3             29.0             27.5              

Div idend yield (%) 0.6               0.7               0.8               0.9               1.0                 

Source: Company
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Conference Call Key Takeaways 

 

Operational Highlights 

• Productivity, efficiency in SG&A and offshoring aided margins 

during the quarter.  

• OCF: INR 6,049 Mn | Cash & Bank: INR 38,560 Mn | FCF – INR 5600 

Mn | 9MFY21 FCF – INR 15,000 Mn  

• Platform revenue from Mosaic and Others is categorized under Data 

segment.  

• Digital revenue stood at 44.4% of topline and grew by 9.4% qoq / 

17.4% yoy in reported terms. 

• Margin trajectory: Expect net margins to remain in narrow band of 

14-15%. Headwinds such as wage hike effective from 1st January 

(offshore hike will be 6-7% and onsite will be 2% and overall impact to 

margins will be 160-170 bps in Q4FY21) + investment in S&M + 

investment in cloud and data unit + investment in licenses of SaaS in 

the NORDICS will remain. However, these will be offset by pyramid 

rightsizing and offshoring.  

 

Deal Pipeline 

• Company announced 2 large net new deal with a TCV of $278 Mn 

(vs 1 large deal win of $40 Mn in Q2FY21) 

• Won 2 large deals - 1 with Indijat and 2nd with Global Fortune 500 

Energy company.  

 

Vertical-wise Highlights 

• BFS: top client as well as new logos continue to grow. Top focus areas: 

Investment in core infra, platforms and cloud. Partnership with 

Temenos to help banks transform legacy platforms 

• Insurance: Had a minor decline during the quarter but will witness 

recovery in coming quarters. 

• Manufacturing: Presence of higher pass through in India 

engagements in Q3 

• Energy & Utility: One large deal won worth $74 Mn in this segment 

during the quarter. However, remain cautious as spending remains 

suppressed.  

• CPG, Retail & Pharma: Added a global fortune 500 company in this 

segment as well.  

• Hi-Tech & Media: Indijat deal falls in this category.  

 

Outlook  

• Momentum to continue in Q4 as well. Can expect high single digit 

growth for FY21. Large deal pipeline is attractive. 

• Major revenue realization in Indijat account to come from Q1FY22 

onwards.  
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Quarterly Performance Analysis 

Exhibit 1 

 

Source: Dalal & Broacha Research, Company  

 
 

Exhibit 2 

 

Source: Dalal & Broacha Research, Company  

 

Reclassified Vert ical revenue cont ribut ion % Q1FY20 Q2FY20 Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21

BFS 27.7% 27.1% 27.8% 27.6% 27.7% 29.9% 30.6%

Insurance 18.1% 18.7% 17.7% 16.8% 17.2% 16.0% 15.0%

Manufact uring 15.2% 16.4% 17.5% 18.0% 15.8% 16.2% 16.8%

Energy & Utilities 10.7% 12.1% 11.3% 11.4% 10.8% 10.6% 10.0%

CPG, Ret ail & Pharma 11.1% 11.5% 11.2% 11.2% 11.5% 11.0% 10.9%

High-Tech, Media & Entertainment 12.5% 10.8% 10.8% 11.0% 11.6% 10.6% 10.6%

Ot hers 4.6% 3.5% 3.7% 4.0% 5.4% 5.7% 6.0%

Vert ical wise Q1FY20 Q2FY20 Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21

BFS 99         99         110       113       108       121       131       

Q-o-Q (%) 0.7% -0.2% 11.2% 3.2% -4.4% 11.9% 8.2%

Y-o-Y (%) -0.1% 0.4% 8.6% 15.4% 9.5% 22.7% 19.4%

Insurance 65         68         70         69         67         65         64         

Q-o-Q (%) 2.4% 5.4% 2.6% -1.4% -2.5% -3.6% -0.8%

Y-o-Y (%) 10.8% 15.7% 13.1% 9.3% 4.0% -4.9% -8.1%

Manufact uring 54         60         69         74         62         66         72         

Q-o-Q (%) -7.8% 10.1% 15.7% 6.9% -16.4% 6.3% 9.7%

Y-o-Y (%) 7.9% 17.9% 27.5% 25.6% 13.8% 9.8% 4.1%

Energy & Ut ilit ies 38         44         45         47         42         43         43         

Q-o-Q (%) -2.0% 15.4% 1.2% 4.8% -9.8% 1.7% -0.2%

Y-o-Y (%) 18.1% 25.2% 19.0% 20.0% 10.5% -2.6% -4.0%

CPG, Ret ail & Pharma 40         42         44         46         45         44         47         

Q-o-Q (%) 5.5% 5.7% 5.6% 3.9% -2.2% -0.9% 4.8%

Y-o-Y (%) 35.9% 24.9% 20.1% 22.4% 13.4% 6.4% 5.6%

High-Tech, Media & Ent ert ainment 45         39         43         45         45         43         45         

Q-o-Q (%) 1.5% -11.8% 8.4% 5.9% 0.4% -5.3% 5.8%

Y-o-Y (%) 23.3% 6.8% 8.7% 2.7% 1.6% 9.1% 6.5%

Ot hers 16         13         15         16         21         23         26         

Q-o-Q (%) 18.8% -22.4% 14.6% 12.4% 28.5% 9.4% 11.3%

Y-o-Y (%) 13.9% -17.5% -8.6% 18.8% 28.5% 81.1% 75.9%

LTI posted an all-round beat 

of a performance in Q3FY21 

 

Margins expanded 

sequentially on the back of 

productivity, efficiency and 

off-shoring 

 

Expect net margins to be in a 

narrow band of 14-15% 

going ahead which means 

that slight margin 

contraction going ahead as 

management rolls out wage 

hikes effective 1
st

 January, 

investments in S&M and in 

Cloud and Data. 

LTI reported a broad-based 

performance industry-wise 

except in Insurance and E&U.  

 

Management expects 

Insurance to recovery over 

the next few quarters 

whereas spend in E&U 

remains suppressed 

 

Expect momentum to 

continue going ahead 
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Exhibit 3 

 

Source: Dalal & Broacha Research, Company  

 

Exhibit 4 

 

Source: Dalal & Broacha Research, Company  

 

 

Valuation & Outlook 

LTI is currently trading at 33.7x / 29.5x FY22e / FY23e EPS. Despite providing industry leading growth in the 

midcap space and aspiration of mid-teen growth (similar to pre-COVID times) over FY22e / FY23e, we believe 

that the stock is extremely expensive at current valuations as Peg ratio is over 2 times. Although industry-leading 

growth coupled with sustainable margins compels it to be a ‘portfolio must-have’, it would be wise to book 

partial profits and re-enter at lower levels. 

We maintain a HOLD rating on the stock with a revised target price of INR 3,466, based on 25x FY23e EPS. 
 
 
 
 
 
 
 
 
 
 

Service Offering (%) Q1FY20 Q2FY20 Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21

Applicat ion Development  Maint enance 38.1% 36.1% 35.8% 34.7% 35.6% 36.0% 33.6%

Enterprise Solutions 28.4% 29.5% 28.7% 30.0% 29.7% 30.8% 31.4%

Infrast ruct ure Management  Services 10.9% 11.1% 11.5% 12.6% 13.6% 14.4% 14.3%

Analytics, AI & Cognitive 11.2% 11.3% 12.8% 11.6% 12.5% 10.6% 11.9%

Ent errise Int egrat ion & Mobilit y 8.2% 9.0% 8.5% 8.7% 8.6% 8.3% 8.8%

Digit al 38.9% 40.3% 41.0% 40.7% 42.0% 42.9% 44.4%

Service Offering Trends Q1FY20 Q2FY20 Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21

ADAM 136       131       141       142       139       146       144       

Q-o-Q (%) 29.2% -3.3% 7.5% 0.7% -2.3% 4.8% -1.3%

Y-o-Y (%) 24.9% 24.9% 32.1% 35.3% 2.3% 10.9% 1.8%

Ent erprise Solut ions 101       107       113       123       116       125       134       

Q-o-Q (%) -2.0% 6.0% 5.5% 8.6% -5.7% 7.5% 7.8%

Y-o-Y (%) 20.3% 29.6% 17.4% 19.0% 14.5% 16.1% 18.7%

IMS 39         40         45         52         53         58         61         

Q-o-Q (%) -0.2% 3.9% 12.3% 13.9% 2.8% 9.7% 5.0%

Y-o-Y (%) 5.6% 5.1% 14.7% 32.7% 36.6% 44.2% 34.9%

Analyt ics, AI & Cognit ive 40         41         50         48         49         43         51         

Q-o-Q (%) 5.4% 3.0% 22.8% -5.8% 2.6% -12.1% 18.7%

Y-o-Y (%) 21.2% 2.6% 28.8% 25.6% 22.2% 4.3% 0.8%

Ent eprise Int egrat ion & Mobilit y 29         33         34         36         34         34         38         

Q-o-Q (%) 3.3% 12.0% 2.4% 6.4% -5.9% 0.0% 12.1%

Y-o-Y (%) 40.6% 24.6% 27.2% 26.0% 14.8% 2.5% 12.3%

Digit al 139       147       162       167       164       174       190       

Q-o-Q (%) 3.4% 5.7% 10.3% 3.2% -1.7% 5.9% 9.5%

Y-o-Y (%) 27.5% 15.3% 22.7% 24.4% 18.2% 18.4% 17.5%

Geography revenue cont ribut ion (%) Q1FY20 Q2FY20 Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21

Nort h America 68.7% 68.7% 69.5% 68.9% 70.8% 68.7% 67.9%

Europe 16.0% 16.4% 15.6% 15.1% 14.4% 16.1% 16.1%

India 6.9% 6.0% 7.6% 7.8% 7.9% 6.9% 8.6%

RoW 8.5% 8.9% 7.4% 8.1% 6.9% 8.2% 7.4%

Geography revenue (US$ m) Q1FY20 Q2FY20 Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21

Nort h America 245 250 274 282 276 278 290

Q-o-Q (%) 4.2% 2.0% 9.7% 3.0% -2.2% 0.6% 4.5%

Y-o-Y (%) 15.0% 12.9% 18.3% 20.2% 12.8% 11.2% 6.0%

Europe 57 60 62 62 56 65 69

Q-o-Q (%) -1.7% 4.6% 3.1% 0.6% -9.2% 15.9% 5.8%

Y-o-Y (%) -0.4% 6.2% 6.2% 6.6% -1.5% 9.2% 11.9%

India 25 22 30 32 31 28 37

Q-o-Q (%) -23.6% -11.3% 37.3% 6.7% -3.6% -9.5% 31.8%

Y-o-Y (%) 20.1% 3.8% 10.8% -0.7% 25.3% 27.9% 22.7%

RoW 30 32 29 33 27 33 32

Q-o-Q (%) 4.4% 6.8% -9.9% 13.8% -18.9% 23.2% -4.6%

Y-o-Y (%) 4.1% 7.1% -4.4% 14.4% -11.1% 2.4% 8.5%

Growth was led by Analytics, 

AI and Cognitive, Enterprise 

Integration & Mobility and 

Enterprise Solutions 
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INR mn FY19 FY20 FY21E FY22E FY23E

Revenue 94,458  1,08,786 1,23,683 1,42,892 1,62,971  

Growth (%) 29% 15% 14% 16% 14%

Gross Profit 32,814 35,197 42,022 48,369 55,922

EBITDA 18,833  20,292    27,218    29,079    33,106     

EBITDA Margin (%) 19.9% 18.7% 22.0% 20.4% 20.3%

Depreciation 1,472 2,730 3,343 2,904 3,293

EBIT 17,361  17,562    23,875    26,175    29,814     

EBIT Margin (%) 18.4% 16.1% 19.3% 18.3% 18.3%

Other Income 3,023    3,289      2,322      3,329      3,703        

Exceptional items 0 0 0 0 0

PBT 20,278  20,025    25,429    28,775    32,835      

Report ed PAT 15,147  15,200    18,910    21,352    24,379     

Adj PAT 15,147 15,200 18,910 21,352 24,379

PAT Margin (%) 16% 14% 15% 15% 15%

EPS (Rs.) 86.4 86.4 107.6 121.4 138.7

EPS Growth (%) 36% 0% 24% 13% 14%

P&L St at ement  

INR Mn FY19 FY20 FY21E FY22E FY23E

Share capital 174       174         174         174         174          

Reserves and surplus 48,764  53,866    66,513    80,586    96,231      

Net  Wort h 48,938  54,040    66,687    80,760    96,405     

Non Current  Liabilit ies

Deferred Tax liabilities 56 101 101 101 101

Total debt 936 3,204 3,204 3,204 3,204

Current  Liabilit ies 

Trade payables 4,669 6,950 5,286 5,924 6,760

Tot al Net wort h and Liabilit ies 66692 88249 99232 113944 130424

Asset s

Non Current  Asset s

Net fixed assets 3052 4031 4538 4786 5382

Intangible Assets 6247 7474 7371 7791 7977

Investments 20120 23757 28447 33580 38298

Deferred tax assets 2386 3039 3039 3039 3039

Current  Asset s

Cash and bank balances 4150 5252 10487 15135 21800

Loans & advances 11886 12731 12731 12731 12731

Trade Recievables 18263 23121 23720 27404 31255

Tot al asset s 66692 88249 99232 113944 130424

Balance Sheet

FY19 FY20 FY21E FY22E FY22E

Margin rat ios

Gross 34.7% 32.4% 34.0% 33.9% 34.3%

EBITDA 19.9% 18.7% 22.0% 20.4% 20.3%

Adj PAT 16.0% 14.0% 15.3% 14.9% 15.0%

Performance rat ios

Pre-tax OCF/EBITDA 99.3% 101.3% 92.7% 95.7% 96.3%

OCF/IC (%) 29.7% 31.8% 31.7% 29.8% 30.3%

RoE (%) 34.6% 29.5% 31.3% 29.0% 27.5%

ROCE (%) 34.0% 29.6% 30.6% 28.5% 27.1%

RoCE (Pre-tax) 45.5% 38.9% 41.2% 38.4% 36.5%

RoIC (Pre-tax) 38.0% 34.0% 40.5% 38.2% 38.5%

Return on Total Assets 26.0% 19.9% 24.1% 23.0% 22.9%

Fixed asset turnover (x) 34.0 30.7 28.9 30.6 32.1

Total asset turnover (x) 1.6 1.4 1.3 1.3 1.3

Financial st abilit y rat ios

Net Debt to Equity (x) -0.1 -0.0 -0.1 -0.1 -0.2

Net Debt to EBITDA (x) -0.2 -0.1 -0.3 -0.4 -0.6

DSO days 71         78            70            70            70             

Valuat ion met rics

Fully Diluted Shares (mn) 175       176          176          176          176           

Market cap (Rs.mn) 7,17,952 7,20,248 7,19,988 7,19,988 7,19,988

P/E (x) 47.4 47.4 38.1 33.7 29.5

EV (Rs.mn) 7,14,738 7,15,904 7,10,669 7,06,022 6,99,356

EV/ EBITDA (x) 38.0 35.3 26.1 24.3 21.1

FCF Yield 1.7% 1.9% 2.5% 2.7% 3.2%

P/BV (x) 14.7 13.3 10.8 8.9 7.4

Dividend pay-out (%) 35.3% 37.4% 33.1% 34.1% 35.8%

Dividend yield (%) 0.6% 0.7% 0.8% 0.9% 1.0%

Rat io Analysis

INR Mn FY19 FY20 FY21E FY22E FY22E

PAT 15147 15200 18910 21352 24379

Less: Non Operating Income -3023 -3289 -2322 -3329 -3703

Add: Depreciation 1472 2730 3343 2904 3293

Operat ing Profit  before WC Changes 13702 15467 20699 21656 24651

(Inc)/Dec in Current Assets -9539 -10487 -1913 -7334 -7666

Inc/(Dec) in Current Liabilities 3029 5621 -1664 639 836

Net  Cash From Operat ions 7192 10601 17122 14961 17821

Cash Flow from Invest ing Act ivit ies

(Inc)/Dec in Fixed Assets -2016 -3709 -3851 -3152 -3888

(Inc)/Dec in Investment (Strategic) -955 1060 -3376 -1483 -904

Add: Non Operating Income Income 3,023    3,289      2,322      3,329      3,703        

Cash From Invest ing Act ivit ies -1,943   -1,064     -4,802     -1,726     -1,275      

Cash Flow from Financing Act ivit ies

Dividend Paid -4499 -4864 -5592 -6116 -7340

Tax Paid on Dividend -842 -815 -671 -1162 -1395

Net  Cash from Financing Act ivit ies -4726 -9545 -7031 -8008 -9415

Opening Balance 3632 4150 5252 10487 15135

Closing Cash Balance 4155 4142 10542 15714 22265

Cash Flow St at ement  

INR Mn FY19 FY20 FY21E FY22E FY23E

EBITDA 18,833  20,292    27,218    29,079    33,106      

FC Investment -2016 -3709 -3851 -3152 -3888

WC Changes -6510 -4866 -3577 -6695 -6830

Depreciation Tax Shield 372 658 857 749 848

Tax Expenses 4758 4889 6977 7502 8526

FCF 18941 17217 20824 25869 28370

Free Cash Flow St at ement  
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Disclaimer 

 
Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D&B (CINU67120MH1997PTC111186) was 
established in 1997 and is an integrated financial services player offering an extensive range of financial solutions and 
services to a wide spectrum of customers with varied needs ranging from equities to mutual funds to depository services. 
D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited 
(NSE). D&B along with its affiliates offers the most comprehensive avenues for investments and is engaged in the securities 
businesses including stock broking (Institutional and retail), depository participant, portfolio management and services 
rendered in connection with distribution of primary market issues and financial products like mutual funds, fixed deposits. 
Details of associates are available on our website i.e. www.dalal-broacha.com 
D&B is registered as Research Analyst with SEBI bearing registration Number INH000001246 as per SEBI (Research 
Analysts) Regulations, 2014.  
D&B hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock 
exchange with whom it is registered in any time in the past. It has not been debarred from doing business by any Stock 
Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled by SEBI at any point of time.  
SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have issued advice 
letters or levied minor penalty on D&B for certain operational deviations in routine course of business.  
D&B offers research services to clients as well as prospects. The analyst for this report certifies that all of the views 
expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their 
securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific 
recommendations or views expressed in this report.  
 
Other disclosures by D&B (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 
2014 with reference to the subject company(s) covered in this report-:  
 
D&B or its associates may have financial interest in the subject company. 
 
D&B or its associates do not have any material conflict of interest in the subject company.  
 
The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for the subject company.  
 
D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at the end of 
the month immediately preceding the date of publication of Research Report.  
 
Disclosures in respect of Research Analyst: 
 

Whether Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more 
securities of the subject company at the end of the month immediately preceding the date of 
publication of Research Report: 

No 

Whether the Research Analyst or his/her relative’s financial interest in the subject company. No 
Whether the research Analyst has served as officer, director or employee of the subject company No 
Whether the Research Analyst has received any compensation from the subject company in the 
past twelve months 

No 

Whether the Research Analyst has managed or co‐managed public offering of securities for the 
subject company in the past twelve months 

No 

Whether the Research Analyst has received any compensation for investment banking or 
merchant banking or brokerage services from the subject company in the past twelve months 

No 

Whether the Research Analyst has received any compensation for products or services other than 
investment banking or merchant banking or brokerage services from the subject company in the 
past twelve months 

No 
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